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Executive summary 
 
This inaugural scorecard on the private equity and venture capital 
environment in 11 Latin American and Caribbean (LAC) countries marks a 
pioneering effort to identify regional strengths and weaknesses. The 
scorecard covers Argentina, Brazil, Chile, Colombia, Costa Rica, El 
Salvador, Jamaica, Mexico, Peru, Trinidad and Tobago, and Uruguay. To 
facilitate extra-regional comparisons, it also provides scores for Israel, 
Spain, Taiwan and the United Kingdom. 
 
The 2006 Scorecard reveals the potential 
for growing private equity and venture 
capital in the region. Subsequent 
scorecards will mark new developments 
and likely new scores for many ranked 
countries, as ongoing efforts to improve 
local business environments continue. In 
recent years several LAC countries have 
pursued promising legislation and targeted 
programs aimed at bolstering the private 
equity and venture capital industry, and 
investors seem to be taking note. 
Fundraising for the region has increased 
from a low of US $417 million in 2003, to j
an estimated $2 billion in 2005. However, fu
needed to enhance growth. This scorecard is
encourage reform and track changes over tim
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Executive summary 
 
 

Three major findings emerge from this scorecard. First, the friendliness of the business environment to 
venture capital and private equity (VC/PE) investments varies greatly across the LAC region. At the 
business friendly end of the 
spectrum, Chile ranks 76.5 on a scale 
of 1-100 (with 100 being the most 
investment friendly) and far 
surpasses the next three most highly 
rated countries—Brazil at 58.8, 
Mexico at 54.4 and Costa Rica at 
52.9. With demonstrably more 
difficult environments for VC/PE 
investments, fully seven of the 11 
countries are rated below 50. The 
regional median is 44.1. Second, the 
scorecard also provides useful 
benchmarks for future improvement 
by situating LAC countries side by 
side with four countries outside the 
region. These “comparator” countries 
are known for their more robust 
VC/PE industries (the United  
 

Country 
 

Overall score 
(max 100) 

Stocks  
(% of GDP) 

Flows  
(% of GDP) 

UK 92,6 0,74 0,72 
Israel 79,4 0,86 0,62 
Chile 76,5 0,10 0,06 
Spain 69,1 0,26 0,25 
Brazil 58,8 0,91 0,08 
Taiwan 58,8 1,46 0,15 
Mexico 54,4 0,30 0,05 
Costa Rica 52,9 0,38 0,08 
Peru 47,1 0,34 n/a 
Trinidad & Tobago 44,1 0,61 0,44 
Colombia 42,6 0,00 0,00 
Argentina 41,2 n/a 0,05 
El Salvador 41,2 n/a n/a 
Uruguay 39,7 1,26 1,26 
Jamaica 38,2 0,68 n/a 

Overall score (max 100)
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Executive Summary 
 

 

The results underline that there is a c
 improve their business climates fo

Kingdom) but also for their relatively recent 
historical emergence as developed countries 
(Spain, Israel, and Taiwan). All of the LAC 
countries, even Chile, lag behind the highly 
favorable VC/PE business climate of the UK, with 
its score of 92.6. Meanwhile, Chile ranks behind 
Israel (79.4) but ahead of Spain (69.1) and Taiwan 
(58.8).  Brazil equals the score of Taiwan, though 
the higher ratings of Spain, Israel, and the UK 
show that room for improvement remains. Nine of 
the eleven LAC nations scored have more 
difficult business environments for VC/PE 
activities than do any of these four comparator 
countries. For these nations challenges are 
considerable in becoming more attractive 
destinations for private equity and venture capital.  
 
Third, countries’ business environment rankings 
are associated in rough but important ways with 
the levels of investment that they receive, even 
when controlling for the size of the economy. In 
short, the more favorable the business 
environment of a country, the more robust 
investment tends to be, as measured by annual 
VC/PE stocks and flows. Conversely, the more 

 

The EIU researchers gathered data for both the
scorecard and investment stocks and flows from
the following types of sources:  
 
 Personal interviews 
 EIU proprietary country rankings and reports 
 Websites of government authorities and 

international organizations 
 Websites of industry associations and funds 
 Local and international news media reports    

 
2006 Scorecard on the Private Equity and Venture Capital Envi

Latin American Venture C
28 East Jackson Blvd, Suite 170

www.

 

 

lear investment payoff when countries 
r venture capital and private equity. 
difficult a nation’s business environment, the more 
anemic are VC/PE investments. This correlation 
would be even stronger without the impact of a 
large investment in September 2005, Advent 
International's purchase of Nuevo Banco Comercial 
of Uruguay, a country that did not attain a high 
score for its business environment. 

 

Scoring criteria:    
 

 Laws on VC/PE fund formation and operation 
 Tax treatment of VC/PE funds and 

investments 
 Protection of minority shareholder rights 
 Restrictions on institutional investors in 

making VC/PE investments 
 Protection of intellectual property rights 
 Bankruptcy regulation (encompassing 

bankruptcy procedures/creditor rights/partner 
liability in cases of bankruptcy) 

 Capital market development and feasibility 
of local exits (ie., initial public offerings) 

 Registration/reserve requirements on 
inward investments 

 Corporate governance requirements 
 Strength of the judicial system 
 Perceived corruption 
 Use of international accounting standards 

and quality of local accounting industry 

 
These results hold whether one is considering the 
11 LAC countries or the four comparator countries 
from outside the region. They underline that there is 
a clear investment payoff when countries make 
improvements in their business climates for VC/PE.  
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Methodology 
 

 
 
The criteria used in this study were chosen in close consultation between the Latin American Venture 
Capital Association (LAVCA), the Multilateral Investment Fund (MIF) and the Economist Intelligence 
Unit (EIU) research team. The real-world relevance of each of the criteria was evaluated through in-
depth interviews conducted in December 2005 with ten LAVCA and MIF network members. Half were 
based in the LAC region, and half in the United States. They included fund managers, attorneys and 
industry service providers. 
 
Based on the views of these respondents and senior LAVCA staff, five of the criteria—tax treatment, 
minority shareholder rights, restrictions on institutional investors, capital market development and 
corporate governance requirements—received double weighting within the 100 point score to reflect 
their central prominence in investment decisions made by VC/PE funds.  
 
Information was more readily available and more robust for the larger and more developed countries in 
the region. Also, data about VC/PE investments and investment conditions in LAC countries in general 
tended to be more fragmentary than that available for the comparator countries. This unevenness of 
information in Latin America and the Caribbean reflects in part the nascent character of the VC/PE 
industry in much of the region, but in itself constitutes an obstacle to the industry’s further development.   
 
Albeit imperfect, sufficient data were available to generate reliable qualitative scorings. This type of 
scoring makes possible the kind of useful cross-country comparisons noted above, and lays the basis for 
charting the performance over time of individual countries in improving their regulatory and market 
climates—and in measuring the impacts of these country-level improvements on the scale and 
dynamism of VC/PE investments in their economies. 
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Stocks and Flows 
 

 
 Argentina      Brazil Chile Colombia Costa

Rica 
El 

Salvador
Jamaica Mexico Peru Trinidad

& Tobago
Uruguay Israel Spain Taiwan UK

Stocks (in US$ 
millions) for 
most recent 
available year 

n.d.               

     

5500 95 4 70 n.d. 60 2000 232 70 167 1000 2750 4704 15860

Stocks (in % of 
GDP) for most 
recent available 
year 

n.d. 0,91% 0,10% 0,00% 0,38% n.d. 0,68% 0,30% 0,34%     

               

           

               

               

        

0,61% 1,26% 0,86% 0,26% 1,46% 0,74%

Flows (in US$ 
millions) for 
most recent 
available year 

74 479 60 1 15 n.d. n.d. 347 n.d. 50 167 724 2570 473 15392

Flows (in % of 
GDP) for most 
recent available 
year 

0,05% 0,08% 0,06% 0,00% 0,08% n.d. n.d. 0,05% n.d. 0,44% 1,26% 0,62% 0,25% 0,15% 0,72%

Number of 
invested firms 

n.d. 300 n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d. n.d. 1566

Number of 
investing funds 

n.d. 71 40 1 3 n.d. 2 30 13 6 n.d. n.d. 105 259 175

GDP (in US$ 
millions) in 
2004 

153.130 603.783 94.125 97.053 18.496 15.824 8.832 676.497 68.634 11.450 13.215 116.878 1.041.412 322.218 2.131.059
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Stocks and Flows Weighted Scores 
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Summary scores and investment flow indicators for Latin American and selected comparative markets 
 

 

Scores                                 
         AR BR CH CB CR SS JA MX PE TT UR IS ES TW UK

  Weighting   Argentina Brazil Chile Colombia
Costa 
Rica 

El 
Salvador Jamaica Mexico Peru

Trinidad & 
Tobago Uruguay Israel Spain Taiwan UK 

Overall score (max 100) 17,00 41,2 58,8 76,5 42,6 52,9 41,2 38,2 54,4 47,1 44,1 39,7 79,4 69,1 58,8 92,6 
Laws on VC/PE fund formation 
and operation 1,00                2 2 4 2 0 0 2 3 1 2 1 4 4 3 4
Tax treatment of VC/PE funds & 
investments 2,00                2 2 4 2 3 2 2 2 2 2 2 2 3 3 4
Protection of minority 
shareholder rights 2,00                2 3 2 1 2 1 1 2 1 1 1 4 2 1 3
Restrictions on institutional 
investors investing in VC/PE 2,00                2 3 3 2 1 3 2 2 3 1 1 3 2 2 4
Protection of intellectual 
property rights 1,00                2 1 3 2 2 1 1 2 1 3 2 3 3 3 4
Bankruptcy 
procedures/creditors' 
rights/partner liability 1,00                1 2 3 2 2 2 2 1 1 2 1 3 3 2 3
Capital markets development 
and feasibility of exits 2,00                1 3 3 2 2 2 1 3 2 1 1 3 3 3 4
Registration/reserve 
requirements on inward 
investments 1,00                2 3 3 2 3 3 3 3 3 3 3 3 3 2 3
Corporate governance 
requirements 2,00                1 2 3 1 2 1 1 2 3 1 1 4 3 2 4
Strength of the judicial system 1,00                1 2 3 1 3 0 3 2 0 3 2 4 2 3 4
Perceived corruption 1,00                1 1 3 1 2 0 0 1 0 1 2 2 2 2 3
Quality of local accounting/use 
of international standards 1,00                3 3 3 3 4 4 1 3 4 4 4 3 4 3 4
                                  
Stocks and flows of venture capital and 
private equity                             

  Argentina Brazil Chile Colombia
Costa 
Rica 

El 
Salvador Jamaica Mexico Peru 

Trinidad & 
Tobago Uruguay Israel Spain Taiwan UK 

Stocks (in % of GDP) for most 
recent available year  n/a     0,91% 0,10

% 0,00% 0,38% n/a 0,68% 0,30% 0,34% 0,61% 1,26% 0,86% 0,26% 1,46% 0,74% 

Flows (in % of GDP) for most 
recent available year   0,05%      0,08% 0,06

% 0,00% 0,08% n/a n/a 0,05% n/a 0,44% 1,26% 0,62% 0,25% 0,15% 0,72% 
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Argentina 
 

 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

2 Ley de Fondos makes general provisions for funds of various types, in some of which PV/VE funds can operate.  But this is far 
from ideal or complete (Source: industry interview). 

Tax treatment of VC/PE funds & 
investments 

2 There is a 0.6% tax on all financial transactions on current accounts, one-third of which is credited as an advanced tax 
payment.  Under the 2004 incentives law, some investments are eligible. One type of fund instrument, the fondo abierto de fin 
variado, is a tax pass through. Closed funds and specific-purpose open funds are not pass throughs (Source: interview). 

Protection of minority shareholder 
rights 

2 Capital markets reform of 2001 provides mandatory tender offers once 35% of shares are acquired by single purchaser, rights 
to fair price in de-listings and squeeze-outs, and independent audit committees (OECD Latin America Corporate Governance 
Roundtable).  But the law governs only publicly traded firms and firms have de-listed to avoid (interview).  There is a trend 
downward in minority rights over debt restructuring under a 2002 law in terms of recent restructurings (EIU Country Finance 
Report).  Argentina scores low to moderate on shareholder ability to legally challenge board decisions (World Bank). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

2 Pension funds: Few instruments exist by which they can undertake risk investment (interview) though a small share of pension 
investments does go into "direct investment funds" (EIU Country Finance Report). Insurance:  Can legally undertake through 
common funds (interview).   

Protection of intellectual property 
rights 

2 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

1 Bankruptcy has become easier procedurally, but 2002 Ley de Quiebras allows firms to restructure debts through an extra-
judicial procedures without the unanimous shareholder approval previously required (and with approval of only 2/3 of 
creditors), with just a simple majority; terms of restructuring are applied equally to all debtors and all shareholders are bound 
by them (EIU Country Finance Report, interview). Country scores very low in IDB creditor rights' international survey.  Board 
members not liable (World Bank). 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

1 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance. 

Registration/reserve requirements 
on inward investments 

2 There are increasingly complex registration requirements and investments must stay one year in the country (CF).  Capital gains are subject 
to normal corporate tax rates. No corporate tax on dividends unless they exceed net income from previous year, in which case assessed at 
normal corporate rate.  Corporate tax incentives for software and R&D.  But no reserve requirements per se.   

Corporate governance requirements 1 Standards exist under 2001 capital markets reforms (charters, information to shareholders, voting rights, minority rights). But 
only for traded firms and enforcement only happens through going to judicial system, which is lengthy and cumbersome 
(interview, EIU Country Finance Report, OECD LatAm CG Roundtable).  

Strength of the judicial system 1 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 1 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

3 Norms are converging toward international standards (interview, IASPLUS international survey). 
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Brazil 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

2 Foreign investment funds that raise money and can list abroad exist under 1988 laws, but with requirements that they invest at 
least 70% in listed firms and limitations on how much of capital they can invest in any single firm (10%) and how much control 
they can exercise (20% of a firm's stock, and 5% of voting shares).  In general, while laws have improved it is still important to 
structure around barriers that exist (EIU Country Commerce Report, interviews). 

Tax treatment of VC/PE funds & 
investments 

2 Deals must be carefully structured to obtain pass through (interviews). 

Protection of minority shareholder 
rights 

3 Improved protection for minority rights under 2002 Corporations Law: preferred, non-voting shareholders must receive 
dividends at least equal to common, voting shareholders, and preferred, non-voting shares may not exceed 50% of all shares 
(EIU Country Finance Report).  World Bank rates minority legal ability to challenge board decisions and transactions as 
moderate. Rights have improved but still merit strengthening (interviews). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

3 Insurance: may invest up to 50% of reserves in variable-income instruments (EIU Country Finance Report).   Pension funds:  
May invest 60% of capital in stocks, under 2000 rules. 

Protection of intellectual property rights 1 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 
Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 New bankruptcy law enacted in February 2005 is in line with US Chapter 11, creates 180 day window to negotiate 
restructuring deal with creditors, aims to reduce delays and slightly increases creditors' rights (CC); impact still not entirely 
clear. Partner liability is not clearly established and much depends on how deals are structured (interviews). IDB study rates 
creditor rights as low. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

3 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Simple on-line registration of forex transactions for record-keeping purposes only.  All inward investments must be registered with central bank 
to be eligible for foreign currency loans from authorized financial institutions.  No reserve requirements (EIU Country Commerce Report). 

Corporate governance requirements 2 In 2001, BOVESPA stock exchange created 3 new segments, each with progressively higher governance requirements; of 
three, Novo Mercado section requires tightest standards (must issue only voting shares, must keep shares equivalent to 25% 
of own capital, etc.). Securities Commission, which has been granted greater oversight functions and financial independence 
in recent years, published voluntary, non-binding governance standards in 2002 and firms are requested but not required to 
report on their non-compliance, which is not punishable; commission hasn't published results of these reports. (EIU Country 
Commerce Report, OECD LatAm CG Roundtable)  World Bank rates disclosure requirements as moderate. 

Strength of the judicial system 2 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 1 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting industry/use 
of international standards 

3 Companies listed on Novo Mercado section of bolsa must use GAAP (EIU Country Commerce Report).  International 
standards or transparent local standards that are readily interpreted and moving in direction of international norms are used.  
International accounting companies present. Lingering concern, however, is uneven professionalism and quality. (interviews) 

 
2006 Scorecard on the Private Equity and Venture Capital Environment for Latin America and the Caribbean              Page 9 of 23 

 
Latin American Venture Capital Association (LAVCA) 

28 East Jackson Blvd, Suite 1700, Chicago IL 60604 United States 
www.lavca.org 



 
                                                              

 
Chile 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

4 Strongest laws in region (interviews).  Framework for risk funds in place since 1989, and successively improved through 
reforms in 2000 and 2001 (EIU Country Finance Report). 

Tax treatment of VC/PE funds & 
investments 

4 Corporate tax rates are straightforward and generally low, ranging from 17-35%, depending on the share of profits that are re-
invested and distributed. Capital gains and losses are taxed as regular corporate income, though exchanges of highly traded 
local securities are exempt.   CORFO offers significant support for technology-intensive firms and for SMEs more generally. 
Dividends from local corporations are not taxable for shareholders (including other firms owing shares in them) as they were 
taxed upon distribution.  But dividends paid to non-resident individuals and firms are taxable as corporate income (interviews).  

Protection of minority shareholder 
rights 

2 Minority rights were strengthened under Ley de OPAS, though minorities of less than 10% can request outside inspections of 
transactions and have weak rights to mount legal challenges. Legislation to further strengthen proposed in 2002 but still not 
passed by legislature by end-2005 (EIU Country Finance Report).   

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

3 2000 law (Ley de OPAS) extended ability of pension funds to invest in VC fund (FIDE) debt; 2002 reforms enabled them to 
invest up to 2.5% of assets in VC investments.  2001 law enabled mutual fund management and insurance firms to invest in 
FIDEs.   

Protection of intellectual property 
rights 

3 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

3 Final approval given by Congress in Sept. 2005 to new bankruptcy law which facilitates extra-judicial accords with creditors; if 50% of them 
agree to terms proposed by troubled firm, a 90 day suspension of liquidation is granted to allow time to work out full terms. Also firms, 
especially SMEs, may ask courts to call a creditors' meetings and name an expert facilitator to help negotiate a debt restructuring; they need 
2/3 approval of shareholders to do so. Precise impacts, and what if any impacts on minority shareholder liability, remain to be seen. Another 
proposed law on crimes associated with bankruptcy still awaits action as of end-2005.  IDB study ranks Chile above average in strength of 
creditor rights. (Country Report, Diario Estrategia) 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

3 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Simplified procedure created in 2000 enables foreign portfolio investors to obtain Chilean tax ID number from their locally 
registered custodial bank or broker. No reserve requirements but one-year min. stay required for most investments.  (EIU 
Country Finance Report) 

Corporate governance requirements 3 Ley de OPAS enables formation of audit committees, strengthens management responsibility for ensuring fair market prices 
for transactions, sets limits for stock options and purchase of own shares, and establishes other corporative governance 
norms (EIU Country Finance Report). World Bank scores Chile high on disclosure and board review requirements. 

Strength of the judicial system 3 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 3 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

3 Converging toward international standards used and international accounting firms present (interviews, IASPLUS). 
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Colombia 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

2 Regulation is complex and less than ideal (local funds need a broker or fiduciary, but a 2005 resolution allows for closed funds 
which invest in unlisted companies; resolution still untested, however (EIU Country Finance Report, interview). 

Tax treatment of VC/PE funds & 
investments 

2 Foreign investment funds are generally exempt from income and related taxes. There is a financial transactions (0.4%) tax 
though electronic transactions, including those on the stockmarket, are exempt. Capital gains are assessed as part of normal 
corporate income on an inflation-adjusted basis, and capital losses may be deducted and carried forward for up to five years.  
A 7% tax on dividends of foreign companies not registered in Colombia or non-resident foreigners is deferred as long as 
reinvested in the country, and forgiven after six years. A 35% withholding tax exists on interest paid to foreign individuals or 
entities and a 7% remittance tax on net transfer. (EIU Country Finance Report) Deals must be structured carefully to avoid 
double taxation (interview). 

Protection of minority shareholder 
rights 

1 Recent law increasing requirements for independent directors helps (see below), but protections such as audit committees, 
requirements of tender offers, and disclosure requirements remain weak or non-existent (interview, Colombian press, OECD 
LatAm CG Roundtable).   

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

2 Under Decree 21 of April 2001 pensions funds can invest up to 5% of their capital in private companies (EIU Country Finance Report), and 
Diario La Republica (11/18/05) notes continued complaints by institutional investors about their capacity to invest, particularly in long-term 
instruments. Insurers also face regulations of investments in terms of reserves and solvency (EIU Country Finance Report). However, 
Resolution 470 of 2005, still untested in practice, allows institutional investors to invest in private-equity funds that are registered in the 
national securities registry and listed on the stockmarket. Could be moving in direction of lighter regulations. 

Protection of intellectual property 
rights 

2 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 Bankruptcy laws are adequate but enforceability is problematic.  Creditor's rights rated very weak by IDB international study.  
There are share corporations (SA) and limited liability companies (limitadas); in former cases there is some legal grey area on 
liability. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

2 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance. 

Registration/reserve requirements 
on inward investments 

2 No reserve requirements, but foreign investment funds in order to make portfolio investments must be registered with 
Superintendency of Securities and have a local administrator and do so through stockmarket (EIU Country Commerce 
Report). 

Corporate governance requirements 1 Law 964 of 2005 requires listed companies to have 25% independent directors by mid-2006 (Confedecamaras says currently 
firms have only 10-15%) (Diario La Republica)   Law 795 of January 2001 limits financial sector participation on corporate 
boards (EIU Country Commerce Report).  But full universal standards (on tender offers, related party transaction, audit 
committees, etc.) still under consideration (interview, OECD Lat Am CG Roundtable). 

Strength of the judicial system 1 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 1 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting industry/use 
of international standards 

3 International accounting firms present; in transition to international standards though inflation-adjusted accounting for tax 
purposes persists. 
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Costa Rica 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

0 There are no specific regulations allowing for (or prohibiting) funds (interview) 

Tax treatment of VC/PE funds & 
investments 

3 A simple tax system with low rates (10-30%) and incentives for foreign investment. Capital gains are taxed at normal corporate 
tax rates.  There is a 15% withholding tax on dividends (5% for stockmarket transactions involving listed firms); however, no 
withholding is assessed if dividends are paid to another Costa Rican company or if the home country of the firm does not allow 
credits for taxes paid to Costa Rica. (EIU Country Finance Report, EIU Country Commerce Report, interview). 

Protection of minority shareholder 
rights 

2 Weak shareholder rights to take legal action against board but minorities can convene extraordinary meetings (interview, CC, 
World Bank). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

1 Operadoras de pension complementarias (OPCs) cannot invest more than 5% of assets in a single company; in practice, 
purchases still restricted to commercial paper bought through bolsa. Insurance underwriting remains state monopoly under 
National Insurance Service (INS), though this will change when CAFTA ratified and in place. INS has little stockmarket 
investment in practice, and restricted to bonds and commercial paper, though there are no legal restrictions and effort 
underway to increase efficiency of INS investments. (interview, EIU Country Finance Report) 

Protection of intellectual property 
rights 

2 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 Market value pricing for all transaction, with equal sharing for all gains and losses.  Bankruptcy laws clear and transparent, 
though enforceability uneven.  Moderate creditor rights in IDB international study. Partners generally not liable beyond the 
amount invested (interview, EIU Country Finance Report, EIU Country Commerce Report). 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

2 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Simple registration of entities but not each investment and no reserve requirements (EIU Country Finance Report, EIU 
Country Commerce Report).  

Corporate governance requirements 2 Weak disclosure and board review requirements (World Bank, interview).   
Strength of the judicial system 3 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 

courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 2 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

4 GAAP used (interview). 
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El Salvador 
 

 
 

Criteria  Score
(4-0) 

Rationale 

Laws on VC/PE fund formation and 
operation 

0 Minimal regulation (interviews), no local VC funds yet (EIU Country Finance Report). 

Tax treatment of VC/PE funds & 
investments 

2 Reduced tax regime for capital gains, no taxation of dividends if remitting firm has met tax obligations (EIU Country Commerce 
Report).  Pass through not automatic, must be structured carefully (interview). 

Protection of minority shareholder 
rights 

1 Minority shareholders can convene a board meeting but have few other rights, such as audit committees or access to 
information.  (EIU Country Commerce Report, World Bank) 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

3 No formal restrictions on insurance, but in practice limited by size of market (EIU Country Finance Report).  December 2005 
changes to pension fund laws increase from 10% to 30% the share of their capital they may invest in foreign shares listed on 
the Salvador bolsa. (Diario El Mundo) 

Protection of intellectual property 
rights 

1 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 Commercial Code, Code of Mercantile Processes and Banking Law contains sections on bankruptcy, but there is no separate 
bankruptcy law or court (US Dept of State). There is no partner liability in legal actions against the firm beyond its capital 
share, except in cases of fraud (Word Bank, interview). Creditors have fairly strong de facto and de jure rights (IDB).  

Capital markets development and 
feasibility of exits (ie, local IPOs) 

2 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Registration of transactions over $10,000, but no reserve requirements; no exchange controls (EIU Country Finance Report, 
EIU Country Commerce Report). 

Corporate governance requirements 1 El Salvador has not been part of OECD Latin American Roundtable on Corporate Governance and is only beginning to study 
the issue of governance reforms (Diario El Mundo, OECD). Only minimal requirements in place such as holding annual 
meetings, publishing financial reports annually and ability of minority shareholders to call a meeting (EIU Country Commerce 
Report).  Weak disclosure requirements (World Bank). 

Strength of the judicial system 0 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 0 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

 

4 Source:  Conferencia Interamericana de Contabilidad 
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Jamaica 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

2 VC funds may incorporate under Companies Act (profitcaribbean.com). The regional Caribbean Investment Fund set up by 
Multilateral Investment Fund and other international donors in 2003 was established under Jamaican laws (MIF).  Also there 
are several Jamaican VC funds, including one scheduled to open in January 2006 (LAVCA). 

Tax treatment of VC/PE funds & 
investments 

2 If engaged in legally defined "VC activities," funds are eligible for income tax exemption for up to 10 years. There is no capital 
gains tax on sales of stock listed on Jamaican exchange (JAMPRO Investment Guide). Pass through must be arranged or 
negotiated carefully (JAMPRO Investment Guide, profitcaribbean.com). 

Protection of minority shareholder 
rights 

1 World Bank: shareholders with less than 10% of capital cannot request an investigation of transactions or demand access to 
transaction documents prior to filing suit. General lack of CG framework also hinders minority rights (see below). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

2 Under 2005 regulations pension funds may now invest in companies subject to the limit that no more than 5% of assets may 
be invested in any one firm (Ministry of Finance). No regulations or restrictions on insurance investment were found on the 
MOF web site. 

Protection of intellectual property 
rights 

1 "Reasonably good" trademark and copyright protection laws and practices. But  "patent regime is outdated and falls short of 
international standards."  Remains on U.S. special 301 watch list because laws on industrial designs, patents, and plant 
variety have not been brought up to international standards (County Commercial Guide: Jamaica, US Dept. of Commerce).  

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 Effective creditor rights are ranked low in comparative international IDB 2005 study. Minority liability is ambiguous.   

Capital markets development and 
feasibility of exits (ie, local IPOs) 

1 Beyond median of international Milken Capital Access Index (4.11 on scale of 10.0 compared to 4.34) for 2005. 

Registration/reserve requirements 
on inward investments 

3 Registration for statistical purposes, but no reserve requirements (profitcarribbean.com). 

Corporate governance requirements 1 Country lacks a formal CG framework, though umbrella business organization PSOJ adopted a voluntary code in October 
2005 and the stock exchange is separately trying to create a voluntary code for listed firms. Some provisions related to CG in 
Companies Law, stock exchange rules, Banking Act and other more general regulations. Key principles still absent include 
term limits for directors, rotation of auditors and accounting guidelines (Caribbean Corporate Governance Forum, PSOJ site,). 

Strength of the judicial system 3 There is an independent judiciary that upholds contracts. Jamaica is a member of the International Center for the Settlement 
of Investment Disputes, and disputes may be brought before it for arbitration.  ICSID awards are enforceable in the Jamaican 
judiciary. In two cases, US firms have successful won awards from ICSID for trademark infringement by local firms (US State 
Dept, Country Commercial Guide) 

Perceived corruption 0 Economist Intelligence Unit's Corruption Index 

Quality of local accounting 
industry/use of international 
standards 

 

1 IDB's Multilateral Investment Fund currently funds a project by Institute of Chartered Accounts to assist in implementation of 
IAS (MIF). There are no corporate governance guidelines covering accounting (see above; Caribbean Corporate Governance 
Forum). 



 
    

                                                          
Mexico 
 

 

Criteria  Score
(4-0) 

Rationale 

Laws on VC/PE fund formation and 
operation 

3 All funds are offshore; NAFTA rules permit establishment in Canada. Till now, there is no specific legal vehicle for fund activity (interview, CF). 
However, new legislation and an amended tax law passed in December 2005 created an improved trust (fideicomiso) vehicle for risk capital 
funds and allow SMEs for first time to accept investments from them; laws appear to have had an impact in practice, though more ambitious 
changes had been sought by investors (interviews, El Economista). 

Tax treatment of VC/PE funds & 
investments 

2 For corporate tax purposes, gross income excludes equity increases, premiums received by a company from the issuance of shares, gains 
from the revaluation of assets or capital of a legally constituted entity, and dividends or profits received from another legally constituted entity 
in Mexico. Dividends paid to a company's own (non-resident or resident) shareholders are not taxable if paid out of net after-tax profits.   
Corporate capital gains or losses are treated the same as other corporate income (losses are deductible); sales of equities and other fixed 
assets are indexed to inflation for tax calculations.  In 2005, corporate tax fell from 40% (including a 5% withholding tax on dividends) to 30% 
(with no withholding tax any longer for non-residents); it will fall a further 1% in January 2006 and then again in January 2007.  Firms making 
investments or incurring expenses in technological R&D are eligible for a 30% tax credit, though many restrictions apply (EIU Country Finance 
Report, EIU Country Commerce Report, interviews). 

Protection of minority shareholder 
rights 

2 Remains a concern, though there have been legal improvements in recent years for publicly traded firms (Securities Commission regulation of 
tender offer to prevent minority exclusion, right of 15% of voting or non-voting shares to sue board or auditors on fiduciary issues, restrictions 
on non-common share issuance, prohibition on "stapled shares," ability of minority to appoint directors).  Lingering concerns are enforceability, 
lack of regulation of non-traded firms, prevalence of family ties, etc., that dilute minority shareholder voice (EIU Country Finance Report, 
interviews, OECD LatAm CG Roundtable). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

2 February 2005 law allows pension funds to invest up to 15% in share-related instruments and up to 20% outside of Mexico.  
But insurers not permitted to use assets in venture capital to cover solvency margins and other restrictions (EIU Country 
Finance Report, interviews). 

Protection of intellectual property rights 2 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 
Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

1 Though 2000 bankruptcy law established clearer criteria, shorter time limits, greater ability to use and take collateral, and greater judicial 
power for restructuring or liquidating firms, problems remain--legal delays/weak enforcement, payment backlog, creditors often obliged to 
accept devalued payments to not send debtor companies into bankruptcy. Partner liability is a legal grey area, and varies from sociedad 
anonima, to sociedad anonima de capital variado (SA de CV), to limited liability firms (sociedad de responsabilidad limitada (SRL)  (EIU 
Country Finance Report, interviews). IDB Study gives Mexico lowest possible rank on "credit rights" and "effective creditor rights." 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

3 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance. 

Registration/reserve requirements 
on inward investments 

3 Registration (under money laundering regulations), but no reserve requirements (EIU Country Finance Report). Not a major 
obstacle (interviews). 

Corporate governance requirements 2 Remains a concern though there have been legal improvements in last five years for publicly traded firms (25% independent directors, ability 
of majority of independent directors to form audit committee, some violations now criminal offences, and strengthened minority rights); also, a 
private institute and a voluntary code for corporate governance set up. Lingering concerns remain weak oversight and reporting requirements 
(firms must report annually on non-compliance but no clear penalties), little regulation of non-traded firms and prevalence of tight family and 
personal networks in running business (interviews, EIU Country Finance Report, OECD LatAm CG Roundtable). The future impact of a 
Securities Market Law (Ley del Mercado de Valores), passed by Congress in December 2005, remains to be seen. It establishes a framework 
for corporate governance in line with the best international practices, and has been warmly received by investors. 

Strength of the judicial system 2 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 1 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 
Quality of local accounting industry/use 
of international standards 

3 Converging toward international standards but still some use of inflation accounting (IASPLUS, interviews). 
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Peru 

 

Criteria  Score
(4-0) 

Rationale 

Laws on VC/PE fund formation and 
operation 

1 National government-business commission charged with proposing, by mid-2006, ways to strengthen formation and operation 
of funds (Procapitales). Lack of any clear or specific framework at present. 

Tax treatment of VC/PE funds & 
investments 

2 October 2004 reforms stipulate that only investors, not funds, pay taxes (Procapitales). Capital gains from the stockmarket and 
earned interest are exempt from the 30% corporate tax. Other capital gains are assessed at the same rate as other corporate 
income. A 4.1% tax is levied on resident shareholders (individual or corporate); non-resident shareholders have the 30% 
corporate tax withheld at the source.  If the transaction was conducted via the financial system, it also subject to the 0.08% tax 
on all financial transaction that Peru assesses (EIU Country Finance Report, EIU Country Commerce Report). 

Protection of minority shareholder 
rights 

1 "Sociedades anonimas abiertas" must disclose non-confidential information at request of shareholders representing at least 
3% of capital (EIU Country Commerce Report). Securities commission Conasev has a committee to protection of minority 
shareholder rights in publicly traded companies (2004 IMF/World Bank report). Shareholders with less than 10% may request 
an inspector investigate transactions but do not have power to inspect documents themselves prior to filing suit (World Bank).  

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

3 Pension and insurance funds are major players in the stockmarket with few formal restrictions (EIU Country Commerce 
Report). 

Protection of intellectual property 
rights 

1 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

1 Administrative bankruptcy procedure set up by Toledo government has proved subject to delays and judicial intervention (US 
State Dept.) Creditor rights are ranked extremely weak by IDB study. Partner liability varies, being strongest in the sociedad 
anonima cerrada (which cannot trade on the exchange), weakest in the unlimited partnership and sociedad anonima abierta 
de responsabilidad (limited liability company), and somewhere in between in the case of the sociedad anonima abierta (with 
many shareholders and/or trading on the exchange) (EIU Country Commerce Report). 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

2 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Simple registration and no reserve requirements, but from March 2004 a 0.08% tax on all financial transactions.  

Corporate governance requirements 3 Relatively strict financial disclosure requirements for publicly traded companies. "Sociedades anonimas abiertas" must 
disclose non-confidential information at the request of shareholders representing at least 3% of capital. Board composition and 
decision-making only partially regulated (EIU Country Commerce Report). Conasev set up a voluntary code in 2002, and in 
2005 for first time companies were required to report on their compliance with it (2004 World Bank/IMF report).  

Strength of the judicial system 0 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 0 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

4 International standards are in use (Deloitte/Conasev/Procapitales) 
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Trinidad and Tobago 
 
 

Criteria  Score
(4-0) 

Rationale 

Laws on VC/PE fund formation and 
operation 

2 Basic framework created by Venture Capital Act of 1994, very slightly amended in 2004.  But less than ideal and is only 
geared toward indigenous funds; largest local fund, Dynamic Equity, not registered under the act (interview). 

Tax treatment of VC/PE funds & 
investments 

2 Dividends and long-term capital gains are tax exempt, but only for local investors. Tax incentives are available for funds 
registered under the VC Act (interview). Pass-through provisions could not reliably be determined. 

Protection of minority shareholder 
rights 

1 Companies Act of 1995 provides some minimal rights, such as disclosure of directors and substantial shareholders, right to 
attend meetings and vote, and right to fair notice, including about votes to sell, lease or transfer substantial company assets, 
and right to equitable buy-out in latter circumstances (Eastern Caribbean Securities Exchange). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

1 Largest institutional investors in the small equity market are state-owned and private mutual funds (LatinFinance). Restrictions 
continue to restrain pension fund and insurance equity investments (interview). 

Protection of intellectual property 
rights 

3 Trinidad's IPR legislation is consistent with WTO and is rated "Trips-plus" by US Dept. of Commerce.  However, enforcement 
issues remain in areas such as copyright (Country Commercial Guide: Trinidad) 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 Creditors have strongest rights in LAC region, with no automatic stay on assets, secured creditors paid first and restrictions on 
reorganisation (IDB). Information on partner liability unavailable. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

1 Comparatively well-developed financial sector by very modest regional standards. Offers freedom of regional interests to 
invest or list on the exchange and Trinidadians to invest in region as of end-2005 under CARICOM Single Market and 
Economy programme (Business Trinidad and Tobago). Stock exchange remains thinly capitalised and traded. 

Registration/reserve requirements 
on inward investments 

3 Simple registration, no reserve requirements, no exchange controls (LatinFinance). 

Corporate governance requirements 1 Companies Act of 1995 recognized as incomplete by authorities, but proposals to adopt more stringent standards, a 
formalized set of codes, and improve monitoring and enforcement not yet acted upon. (Eastern Caribbean Securities 
Exchange) 

Strength of the judicial system 3 Judicial system upholds the sanctity of contracts and generally fosters a "level playing field" for foreign investors. The Bilateral 
Investment Treaty with the US allows for alternative dispute resolution procedures, such as binding arbitration, for US 
investors (Country Commercial Guide). 

Perceived corruption 1 EIU rankings 

Quality of local accounting 
industry/use of international 
standards 

4 Local accounting standards follow international ones (www.investnt.com). 

 
 



 
    

                                                          
Uruguay 

 
 

Criteria  Score
(4-0) 

Rationale 

Laws on VC/PE fund formation and 
operation 

1 Fideicomiso (trust) legal figure exists but it's less than ideal and not designed specifically for PV/VE funds 
(interview) 

Tax treatment of VC/PE funds & 
investments 

2 Corporate tax rate is relatively low (30%) but individuals and locally constituted firms and financial institution pay a
net worth tax on assets held in country; it stands at 2.8% for financial institutions. Stocks issued on the exchange 
are not counted against the issuer's net worth. Capital gains are taxed as part of normal corporate income and 
are inflation-adjusted.  Dividends to local shareholders are tax-exempt, as are paid by one company to another. 
Dividends remitted abroad are taxed at 30%. There is no double taxation where profits are also subject to foreign 
taxation and there is no provision for deduction of taxes paid in Uruguay (EIU Country Commerce Report). 

Protection of minority shareholder 
rights 

1 Weak legal protections for minority rights make shareholder agreements a common resource (CC, interview).  However, 
minority shareholders have fairly strong ability to take legal action against board decisions (World Bank). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

1 Institutional investors may only invest in rated instruments (interview). 

Protection of intellectual property 
rights 

2 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

1 Lengthiness of bankruptcy proceedings a concern, and partner liability remains considerable (interview, EIU Country 
Commerce Report). 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

1 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Simple registration rules, no reserve requirements (interview, EIU Country Commerce Report). 

Corporate governance requirements 1 Weak transparency of finances and decision-making. Weak disclosure requirements and board review powers (EIU Country 
Commerce Report, World Bank, interview). 

Strength of the judicial system 2 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 2 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

 

4 International standards in use (interview). 
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Israel 
 

 
 

Criteria  Score
(4-0) 

Rationale 

Laws on VC/PE fund formation and 
operation 

4 Clear, favourable laws have permitted large-scale VC/EQ industry (EIU Country Finance Report).  

Tax treatment of VC/PE funds & 
investments 

2 Complex taxation structure, based on principle of taxing both company and shareholders. Profits from financial investments, 
whether income or capital gains, were taxed at standard corporate rate of 34% rate in 2005.  But foreign portfolio investors are 
exempt from capital gains tax and where double tax international treaties apply may be exempt from withholding tax (EIU 
Country Finance Report). 

Protection of minority shareholder 
rights 

4 A minority exceeding 25% may block most decisions. Election of board members by simple majority of those attending (CC).  
Ability of shareholders to file suit and challenge decisions well above OECD average (World Bank). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

3 All restrictions lifted since 2000 for insurance companies, subject only to prudential oversight by regulators.  Since a 2003 
pension fund reform the same freedom is granted to pension funds established since 1995, though older funds no longer open 
to new enrollees are still restricted to investing in government bonds (EIU Country Finance Report). 

Protection of intellectual property 
rights 

3 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

3 Country scores high on creditor rights de jure and de facto in international IDB study. Enforcing contracts can incur delays and 
be costly.  The average recovery rate in insolvency is a modest 38 cents on the dollar (World Bank). The Companies Act 
provides general guarantees of limited liability similar to Western countries, though courts may set it aside in cases of criminal 
abuse or malfeasance. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

3 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

3 Registration for monitoring purposes but no reserve requirements (EIU Country Finance Report). 

Corporate governance requirements 4 Requirements apply on disclosure, reporting of audited statements, quarterly statements and reports on material 
developments. Listed companies may not issue non-voting shares. Israel scores well above OECD average on disclosure, 
director liability, power of shareholders to challenge decisions and investor protection (World Bank). 

Strength of the judicial system 4 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 2 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

 

3 Inflation-adjusted accounting is still in use for tax purposes although standards are generally converging on international 
norms (EIU Country Commerce Report, CS, International Forum for Accountancy Development).   



 
    

                                                          
Spain 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

4 In response to perceived shortcomings of 1999 law providing a basic framework, Ley 25/2005 passed in November.  Sought by the industry, 
the law simplifies the regulatory burden, allows acquisition of listed firms in order to de-list them, and permits the creation of private funds of 
VC funds, which are aimed at institutional investors (EIU Country Finance Report, www.ascri.org). 

Tax treatment of VC/PE funds & 
investments 

3 For personal income tax, stocks may be valued by the more preferential "last in, first out" (LIFO) system. For company tax, increases in capital 
asset value have no fiscal consequences. Where a tax treaty exists, withholding tax on interest, dividends, and royalty may be creditable 
against personal or corporation tax liability. Full deductibility of dividends where holder has at least a 5% stake and has held for more than one 
year.  Capital gains from the sale of fixed assets are not taxable if re-invested in similar equipment within three years. Low base corporate tax 
rate in EU context of 35%, with 30% rate for SMEs.  Special incentives in the form of zero-interest, seven-year loans available for purchasing 
shares in high tech ventures (EIU Country Finance Report). 

Protection of minority shareholder 
rights 

2 A 5% minority can call an extraordinary meeting or demand an outside audit (EIU Country Commerce Report).  But lack of board votes on 
executive appointments and compensation and detailed information on compensation and unclear impact of 2003 CG reforms generally raise 
continuing concerns.  Spain ranks below OECD average on shareholder ability to challenge board decisions (World Bank), perhaps in part 
because board decisions must be challenged within 50 days and it takes 20% of shareholders to request issuance of a restraining injunction 
by a judge (EIU Country Commerce Report). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

2 Insurers may invest in any listed security, as long as investment does not exceed 10% of assets in an single company's 
securities or 20% in any single fund. For pension funds, risk concentration regulations (no more than 5% of fund assets 
invested in one firm, no more than 10% in a VC/EQ fund) limit exposure to variable-income instruments and a conservative 
risk profile. However, November 2005 law permitting creation of "funds of funds" may stimulate institutional investors. 

Protection of intellectual property rights 3 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

3 A 2004 law increases the penalties for firms that do not undertake a reorganisation negotiation (concurso voluntario) with creditors when they 
face insolvency, by enabling creditors to hold owners materially and personally responsible for debts in the last instance (El Pais).  It is 
beginning to make bankruptcy reorganisations more common. In the most common corporate form (sociedad anonima), liability of 
shareholders is limited to the amount of capital contributed; limited liability companies (sociedades de responsabilidad limitada) also exist (EIU 
Country Commerce Report).  Spain ranked moderately in de jure and de facto protection of creditor rights in an international IDB study for the 
1990-2003 period. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

3 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance. 

Registration/reserve requirements 
on inward investments 

3 Simple reporting of transactions to Ministry of Industry or Bank of Spain for statistical purposes, depending on nature and size.  
No exchange regulations, and no reserve requirements (EIU Country Finance Report). 

Corporate governance requirements 3 A 2003 law raised CG standards, requiring reporting on board composition and remuneration, ownership structure, ties to other firms, and 
compliance with corporate governance regulations as well as notification and disclosure of shareholder agreements.  Concerns remain about 
effectiveness and some call for further reforms such as voting on executive appointments and compensation, itemised salary breakdowns, 
and external scrutiny of corp. governance reports before publication (Country Briefing).  Country ranks below OECD average in World Bank 
disclosure and investor protection rankings but above average on director liability.   

Strength of the judicial system 2 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 2 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting industry/use 
of international standards 

4 Spain has been in transition to IAS since 1995, and by end-2005 international financial reporting standards were legally 
mandated to be in place (International Forum for Accountancy Development). 

 
2006 Scorecard on the Private Equity and Venture Capital Environment for Latin America and the Caribbean              Page 20 of 23 

 
Latin American Venture Capital Association (LAVCA) 

28 East Jackson Blvd, Suite 1700, Chicago IL 60604 United States 
www.lavca.org 



 
    

                                                          
Taiwan 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

3 Transparent laws permit widespread fund activity, though with some restrictions (minimum capital of NT$200m to start a fund, 
banks with a limit of 5% ownership in any one fund, and qualified securities limited to 10% in any one fund and 10% of total 
net worth) (EIU Country Finance Report). 

Tax treatment of VC/PE funds & 
investments 

3 Complex tax structure. No capital gains or withholding on disposal of marketable securities, though there is a 0.3% financial 
transactions tax.  A separate levy on financial firms beyond the corporate income tax was phased out in 2005. There are tax 
incentives for holding shares for three years or more in selected sectors (CF). Income from business operations is taxed only 
once, as personal income (EIU Country Commerce Report). 

Protection of minority shareholder 
rights 

1 There are no independent directors, and the voice of minorities remains very weak in the family or small network-based SMEs 
that dominate Taiwan's economy (EIU Country Commerce Report). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

2 Insurance:  most restrictions removed in 2001; only remaining ones are that insurers' stake in an individual company's stocks 
or bonds not exceed 10% of its capital and that its stakes in all stocks and bonds not exceed 35% of capital. Pension fund are 
underdeveloped and government-run and invest very conservatively. (EIU Country Finance Report) 

Protection of intellectual property 
rights 

3 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 

Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

2 Corporate reorganisation, which is part of company law, applies only to public companies or those issuing bonds, and it can 
be time-consuming; firms often use recourse to it as a bargaining chip to extract better terms from creditors. Reorganisation 
allows creditors to share in bankrupt firm's assets on a proportional basis (EIU Country Finance Report, EIU Country 
Commerce Report).  In an international IDB study, Taiwan ranks moderately on de jure and de facto creditor rights. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

3 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance 

Registration/reserve requirements 
on inward investments 

2 Some foreign exchange controls and substantial monitoring remain.  No reserve requirements, though individual investors are 
limited to US$5m investments (EIU Country Finance Report). 

Corporate governance requirements 2 Listed companies must include independent directors from 2002, when the exchange also introduced a voluntary code of 
governance.  As compared to OECD average, World Bank rates country slightly below average in director liability and investor 
protection and slightly above in disclosure. Governance remains a problem as small groups or families have tended to run 
Taiwan's numerous SMEs with little input from "outsiders" (EIU Country Commerce Report). 

Strength of the judicial system 3 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 2 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 

Quality of local accounting 
industry/use of international 
standards 

 

3 Convergence to international standards has been officially mandated and is underway (EIU Country Finance Report, CS, 
International Forum for Accountancy Development) 
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United Kingdom 
 

 
Criteria  Score

(4-0) 
Rationale 

Laws on VC/PE fund formation and 
operation 

4 Clear laws make possible formation of VC/PE funds (no distinction is made between the two).  Several different forms exist: stand-alone 
funds, funds that are established subsidiaries of large financial institutions, venture-capital trusts, funds set up by "qualified investors" with 
high net worth, and Enterprise Investment Schemes (EIU Country Finance Report). 

Tax treatment of VC/PE funds & 
investments 

4 Corporate taxes are on a progressive scale that benefits smaller enterprises. Firms with 10,000-1.5m pounds in annual profits ($12,100-
$1.86m by end-2004 exchange rates) are assessed on a graduated schedule from 19% upward. Companies earning less than 10,000 pounds 
pay no tax on dividends distributed to shareholders. Corporate capital gains are assessed at the same rate as other corporate income, but 
they are calculated differently. The taxable gain is adjusted for inflation, and is calculated by the amount by which the proceeds of the sale 
exceeds the indexed costs, taking into account any allowable expenditures in improvements; nominal gains may thus become deductible 
losses. The sale of 20% stakes held for more than one year are exempt from capital gains tax. Investments in venture-capital trusts were 
eligible for a 40% tax rebate, which dropped back to 20% in April 2005; the eligible amount is up to 200,000 pounds per year. Capital gains 
and dividends from these investments are tax-exempt (EIU Country Finance Report). 

Protection of minority shareholder 
rights 

3 A simple majority passes ordinary resolutions but it takes 75% to change articles or liquidate the firm. An acquiring firm or 
investor taking 90% or more can oblige remaining shareholders to sell their shares. Many large firms have several different 
classes of ordinary shares, some voting and some not. Financial reporting requirements to the board and/or the public 
(depending on size of firms) and requirements for outside auditors for large and medium firms (EIU Country Finance Report). 

Restrictions on institutional 
investors (pension funds, insurance 
firms) investing in VC/PE 

4 There are few restrictions and institutional investors must seek the best returns. Seventeen percent of all UK company equity was held by 
insurance companies at end-2003, and of funds invested by UK insurers 54.2% were in shares in foreign or domestic firms, listed or unlisted. 
(Association of British Insurers). Equities accounted for 56% of pension fund allocated assets in mid-2004 (Investment Management Assn). 

Protection of intellectual property rights 4 Economist Intelligence Unit IP Protection Index. Assessment of the protection of intellectual property in this country. 
Bankruptcy procedures/creditors' 
rights/partner liability in cases of an 
invested company's bankruptcy  

3 Regulations adopted in 1999 govern insolvency procedures. The current government has pledge to strengthen them but no 
action has been taken to date. An IDB study rates creditor rights as among the strongest in the world. Under a partnership, 
partners may be fully liable for debts to third parties; under a limited liability partnership their liability is limited; and under a 
limited company it is limited to their shareholding or guarantee. 

Capital markets development and 
feasibility of exits (ie, local IPOs) 

4 Average of Economist Intelligence Unit's Indices for Stockmarket, Financial distortions, Foreigners' access to capital market 
and Access to investment finance. 

Registration/reserve requirements 
on inward investments 

3 No exchange controls or reserve requirement. Simple reporting of transactions under EU money laundering regulations. 

Corporate governance requirements 4 The Financial Reporting Council continuously revises the Combined Code of Corporate Governance which applies to listed firms, and another 
review is scheduled for 2006. A recent initiative is a move toward electronic voting on the part of institutional investors. The Council has 
recommended a "vote withheld" option for proxy votes on resolutions at annual shareholders' meetings for firms without electronic voting so 
that shareholders can exercise voice without voting "no."  The Department of Trade and Industry is conducting a review of the Company Law 
with an eye toward "enhancing shareholder engagement" and fostering a "long term equity culture."  Outside auditing and annual financial 
reporting requirements are looser for medium and small firms than for large ones (EIU Country Finance Report). 

Strength of the judicial system 4 Economist Intelligence Unit's Fairness of judicial process ranking. Assessment of the extent to which the legal process/the 
courts can be interfered with or distorted to serve particular interests. 

Perceived corruption 3 Economist Intelligence Unit's Corruption Index. Assessment of the pervasiveness of corruption among public officials. 
Quality of local accounting industry/use 
of international standards 

4 The Finance Act 2004 accommodates changes made to IAS.  EU-listed companies must incorporate these changes when 
preparing consolidated accounts for periods beginning on or after January 1st 2005. 
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The following cross-national data and information sources were the most widely used in the 
preparation of this scorecard: 

 
Economist Intelligence Unit, County Finance, Country Commerce and Country Report series 
 
Arturo Galindo and Alejandro Micco, “Creditor Protection and Credit Volatility,” Inter-
American Development Bank, Latin American Research Network Working Paper #528, 
December 2005 
 
Conferencia Interamericana de Contabilidad, "Boletín Electrónico AIC al Día", various 
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European Corporate Governance Institute, “Index of Corporate Governance Codes” (by 
country) 
 
International Forum on Accountancy Development, GAAP Convergence 2002 
 
Milken Institute, Capital Access Index 2005 
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World Bank/International Finance Corporation, “Doing Business In” series, section on 
“Protecting Investors Data,” various countries, 2005   
 
US and foreign commercial services and US Department of State, Country Commercial 
Guide series (various countries and years) 

 
 
In response to open-ended questions, a significant number of respondents raised an additional set of 
criteria that might be considered in future iterations of this study and might usefully be rolled into a 
single criterion labeled “currency risk.”  They concern the impacts on investment decisions of 
government actions or anticipated actions regarding exchange controls and combating tax evasion 
and money laundering.  Additionally, they relate to the consequences of “black” or “parallel” 
markets for currency and of the existence of a large “informal” economy of unregistered 
transactions. 
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